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*1965 figures have been restated to include the realty subsidiaries. 
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1966 

52 Weeks 
$469,850,327 
5,788,519 

$ 3,463,367 
$ 1,180,404 
74% 

$ 1.15 
$ 2,282,963 
$ 75 
$ 46,299,775 
$ 24,900,306 
$ 21,399,469 
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$ 40,794,517 
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1965* 

53 Weeks 
$423,172,518 
$ 8,867,361 
5,254,054 

$ 3,579,384 
1.24% 

$ 1.74 
$ 1,674,670 
$ 55 
3% 

$ 41,296,545 
$ 23,487,623 
$ 17,808,922 
1.76 

$ 40,452,686 
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TO OUR SHAREHOLDERS: 





Sidney R. Rabb; Donald A. Gannon; Irving W. Rabb 





ur rapid growth continues. Sales for the 52- 
week fiscal year ended July 2, 1966 were 
a record $469,850,327, up 11% from 
$423,172,518 in 1965 (53 weeks). This was 
the 16th consecutive year-to-year sales gain for the company. 
Net income for the year was $3,463,367, or $1.15 per common 
share outstanding at year end, compared to 1965 results of 
$5,254,054 or $1.74 per share, restated, for comparison, to a 


like number of shares. 





The expected drop in net income occurred during the initial 
stages of our aggressive “mini-pricing” program, in which we 
eliminated trading stamps in the last 73 stores, reduced store- 
wide prices, and substantially increased advertising and pro- 
motion expenditures. As anticipated, sales volume and number 
of customers have been steadily increasing. Profits have re- 
Sumed Satisfactory levels, and continue to improve. 

During the year we added four large new food stores, and 
closed six smaller units. We continued to add large combina- 
tion outlets with the opening of our new Pittsfield, Mass., store 
which contains food and mercantile operations under the same 
roof. Ten new food stores are scheduled to be opened in the 
period through June 1967. 

Major remodeling, redecoration, and refixturing were com- 
pleted in ten of our food stores, with an investment of more 
than $1.5-million in these facilities during the year. 

seven Bradlees convenience department stores were opened 
during the year. Six of these mercantile outlets were new con- 
struction, while the seventh, in Sayreville, N. J.,was a building 
which we purchased and remodeled prior to reopening. One 
mercantile store was closed by fire and has not yet been re- 
opened. Two additional Bradlees stores were opened subse- 
quent to year end, and eight more are scheduled to open dur- 
ing the remainder of the current 12-month period. One of these 
is a relocation of an existing store. 

At year end we were operating 139 food and 36 mercantile 
stores. Eight of these are large combination food-mercantile 
units. In fourteen other locations we have food and mercan- 
tile stores in the same shopping center. 

Important management appointments were made during the 
year. In September 1965, Donald A. Gannon, a veteran of more 
than 40 years of retail store operations and management expe- 
rience, was elected president of Stop & Shop, Inc. Mr. Gannon, 
who was executive vice president, joined the company in 1944, 
and has held executive positions in sales, buying, and retailing. 


During his many years in the retailing industry, he has served 





on many national, regional and local industry committees. He 
also served four years as Trustee and two years as Chairman 
of the Board of Trustees of the University of Vermont. 

Also in September, Irving W. Rabb was named to the post of 
vice chairman of the board and chairman of the executive com- 
mittee, the other members of which are board chairman Sidney 
R. Rabb, Donald A. Gannon and Lloyd D. Tarlin. With more than 
thirty years’ active experience in all phases of operation and 
management of the company, Mr. Rabb is eminently qualified 
to undertake these new top management responsibilities. 


Lloyd D. Tarlin, financial vice president for 13 of his 36 stock, raising it from $0.15 to $0.20, beginning with the 


years with the company, was additionally elected corporate January 1966 payment. 
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Jack Solomon, a corporate vice president, became president During the year, 45,200 share r company stock were re 
of our Bradlees division, having been the division's general purchased on the open market and added to treasury stock, 
manager. With the company for more than ten years, ne had bringing the total of such shares to 77,299. This stock was pur 
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manager of the Bradlees division and two years as food sales A decision has been made to change our fiscal year to end 
manager. Appointed divisional vice preside 
division were Anast W. Giokas—Advertising; Richard Shuman- will cover the period to January 28, 1967. Several reasons 
Stores Operations; and Arnold Siegel—Merchandising. prompted the change. Most important, it is a “natural” year 

Charles R.° Carroll, Jr., a corporate vice oresident, Was ap for the mercantile business. The change thus reflects the in 


pointed to direct the company’s increasingly active geographic creasing relative importance of this part of our activities. At 
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A) Fred Levinson, department store merchandising; 
John H. Silva, construction planning; Robert W. Kim- 
ball, department store merchandising. B) James 
Reynolds, meat merchandising; James Bright, field 
management, food. C) Frank Crowley, real estate; 
Robert H. Kroeger, Connecticut division. D) Lloyd D. 


Tarlin, finance; Jack Solomon, department store divi- 


sion management. 














based on our desire to provide quality food to the widest pos- 
sible market at ever lower costs. We could only succeed if we 
could attract — and hold substantial numbers of new cus- 
tomers, to gain the economies of high volume and rapid turn- 
over. Thus it is important to note that mini-pricing requires, if 
anything, more careful attention to such matters as product 
quality, courteous service, and neat store appearance, to avoid 
the impression that prices have been cut at a sacrifice of these 
other values. 

After almost a year of chain-wide experience, we are grati- 
fied with the total effectiveness of the program. Sales are at a 
record rate, and customers give us excellent quality ratings. 
At the same time, food is a bargain at Stop & Shop stores. 

Of course, mini-pricing is not a complete answer in itself. 
Supporting operating economies and improvements have been 
introduced. These include extensive use of data processing to 
improve ordering methods and reduce inventory needs; reor- 
ganization along functional lines, with centralization of staff 
services and decentralization of operating management; 
increased size of selling areas in new stores, to spread fixed 
Store costs over a larger sales base; expansion of training pro- 
grams, to improve store management efficiency; revolution- 
ary and evolutionary improvement of store interiors, to attract 
and speed traffic flow; geographic expansion, to increase the 
Sales base supporting office overhead; addition of new depart- 
ments to existing and new stores, to broaden the product lines 
offered; and the consistent, company-wide experimentation 
with new methods of display, store layout, new departments, 
and responsiveness to customer requirements. 

STORE OPERATIONS EVOLVE 

The trend toward newer and larger food stores is seen in 
the fact that the four stores opened this year had an average 
selling area of more than 16,000 square feet, almost twice the 
8,500 square foot average of the six stores which were discon- 
tinued. By the end of calendar 1966, only fifteen stores more 
than 10 years old will be in operation. 

Many changes have been made in food store interiors. 
Aisles have been widened, to permit freer traffic flow. Display 
cases, particularly for frozen foods and dairy products, have 
been redesigned and departments have been enlarged. Florist 
and delicatessen departments are being selectively introduced, 
with encouraging results. Specialty food departments have 
also been introduced on an experimental basis, to respond to 
local buying habits. 

Our Lexington, Mass., Stop & Shop unit is characteristic of 
our efforts to adapt the individual store to its neighborhood 
location. The store is fully carpeted, with costumed, rather than 
uniformed employees, a specially designed greenhouse-like 
florist shop, and other design innovations. 

In Bradlees stores, the trend is also toward better designed 
fixturing plus a continuous effort to improve interior decora- 
tion. Store size is relatively constant at 60,000-80,000 square 
feet, and all stores are less than 7 years old. 

We are continuing to expand our ownership of Bradlees 


sales departments. At fiscal year end, approximately 65% of 
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all sales were through owned departments. Particular emphasis 
is being placed on the acquisition of fashion, sporting goods, 
and automotive departments, for which central buying and 
merchandising staffs have been set up. 

MERCANTILE DISTRIBUTION, BUYING ACTIVITIES INCREASE 

To handle our Bradlees division’s increasing sales volume, 
the company recently opened a new 250,000-square foot dis- 
tribution center and executive office building in Braintree, 
Mass. Equipped with the latest data processing and advanced 
materials handling facilities, this highly automated distribution 
center handles incoming shipments, warehousing, and order 
preparation for the merchandise going to all of our mercantile 
stores. The plant is also designed to accommodate future ex- 
pansion of this activity. 

A comprehensive new quality control operation is being 
established at the distribution center, to check incoming ship- 
ments of all products purchased to Bradlees specifications. 
The department will spot check every shipment received, and 
work with manufacturers to correct any deficiencies. 

During the past year buyers travelled widely to European, 
Far Eastern, and California markets. Emphasis in Europe has 
been on native Italian hand crafted ceramics, glassware, and 
other gift items, as well as fashions and knit products. Products 
from the Far East included clothing, housewares, and gifts. 
We have also introduced new and successful California lines 
of women’s and children’s sportswear. 

FOOD MANUFACTURING GROWS, DIVERSIFIES 

It has been our policy, wherever practicable, to manufac- 
ture our own bakery products and prepared fresh foods, in 
order to be able to combine consistently high quality with the 





A) S. Robert Silverman, warehousing; Harold E. Fine, 
operating services. B) Robert H. Knowles, industrial 
engineering; Paul C. Kelly, corporate staff; Lewis J. 
Housman, quality control. 
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A) Spyros A. Gavris, field management, food; Ralph ]. 


* 
LA 


Lordi, grocery merchandising. B) Arthur Norris, manu- 


facturing; Charles R. Carroll, Jr., geographic expansion. 


lowest possible price. As our food store operations increase in 
volume, we are able to add to the scope of this activity, offer- 
ing a widening range of goods prepared in our own kitchens. 

The $1.25-million first phase of the current expansion and 
modernization of our Causeway Street bakery is now complete. 
This program is part of an intensive, company-wide cost reduc- 
tion effort to support “mini-pricing” with “mini-costs.”’ 

Under this program, a 300,000-lb automatic bulk flour 
handling installation has been completed. This unusual piece 
of equipment consists of 3 two-story-tall closed flour bins with 
a complete pneumatic material-handling system to carry flour 
to various automatic batch mixing stations in the bread and 
roll production lines. 

Another part of the expansion is a completely mechanized 
soft roll and sweet goods line which has just entered produc- 
tion. This is one of the first lines of its type in the country, and 
enables us to manufacture and package large quantities of 


these products, from batch mixing through forming, rising, 


baking, and packaging without the product being touched by 


nearing compietion is a refrigerated batcn process 
cream room, which is scheduled to be ready for the fall pro- 
duction of whipped cream toppings and fillings of various types. 


New bakery products are under development at all times 


Recent successful introductions include a line of “Home Kit- 
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chen” specialty muffins, which are being packaged in clear 
plastic trays which were developed specifically for us. Other 
new products include a line of danish pastries made by a new 
process which eliminates the twenty-four-hour “rest,”’ which 


used to be required for these products between forming and 


baking. Earlier, we had stopped manufacture of these products, 


pending development of this new process 
In the Readvill mmissary, where w inufacture our 
prepared food truction is under way on an expanded 
varenouse and a lar tr 1 food locker, which will be used 
for stor of var rrozen ecialty ite to be introduced 
this fall. | jded in tt hicke icciatore, la 
Sagna, and chicken wings in Hawalian sauce 
Other new products being introduced from this plant includ 
} promoti ine of pizzas with a choi f various toppings 
1 baked meat Sagna which has just re ed government 
opr lalty sa lividually rapped barbecued 
hicker family ed meat | ind prepared puddings 
Our own | 1o n-carl ited soft drinks is being 
roagened by add | | pple fruit beverages 
DATA PROCESSING SPREADS RAPIDLY 
One of the criti y effective steps taken dur! the past 
year to impr yperati effici y has been the completion 
t data processin id formati hand installations in 
both food 1 mercantile operations 
In food operations the syste vers reordering of all gro 
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headquarters, where the information goes through an IBM 360 
computer. Orders, sent directly to the warehouse, are picked 
out and shipped the same night, so that the store receives all 
requested goods before the next morning's opening. This flow 
of information is also used by buyers as a basis for new orders 
to replenish stocks. 

Data processing for Bradlees operations is used to transmit 
detailed items and classification information from stores to 
headquarters. All of our present 37 mercantile stores are in 
tegrated into the system, which contributes significantly to 
decisions on buying, warehousing, and inventory controls. 

Merchandise is registered twice at the check-out counter. 
The first entry on the register is for actual sales purposes. The 
second entry prepares a punched tape record of the transac- 
tion, completely identifying the item sold. Weekly records of 
all sales are transported to our data processing headquarters, 
where the tapes are run through computer equipment which 
lists the items sold. These reports arrive at the buyers’ 
desks in Braintree every Monday morning, serving as an up- 
to-the-minute aid for that week’s decisions on what merchan 
dise to buy (and, perhaps more importantly, what not to buy). 

Equipment presently used in this work includes a new IBM 
360, purchased during the past year, plus an IBM 1401 and 
NCR equipment. 

The company has another IBM 360 on order, due next spring. 
Our investment in this equipment reflects the growing need 
of mass distribution for rapid handling of very large amounts 
of data. To house our computer equipment, a 25,000 square 
foot section of air conditioned office space has been added. 


In addition to furnishing computer services to the various 





operating divisions, this equipment is being used to prepare 
several “product movement lists” for market research organ- 
izations which pay for this service on a contract basis. 
Computer techniques are in the early stages of application 
on other corporate problems. For example, an operations re- 
search specialist has been added to the information systems 
division and is presently performing a transportation analysis, 
based on model shipping schedules, to minimize this part of 
our distribution costs. Other studies are in the planning stages. 


Finally, our rapidly growing work force has led us to initiate 





the first steps in automation of personnel records, to expedite 
the handling of data on more than 12,000 employees. A sys 
tems specialist has been transferred from our information 
systems division to the personnel staff to assist in the con 
version of data from manual to computerized handling. 
TOWARD MORE EFFECTIVE USE OF MANPOWER 

As in much of American business today, mass retailing is 
beginning to feel the impact of an emerging new breed of alert 
young managers. To compete successfully in this situation, 
unprecedented emphasis is being placed on selection and 
training of new people for all levels of the company. Traditional 
patterns of recruiting and promotion have been reviewed and 
modified. Retailing has become a young man’s business, with 


the average age of middle and upper middie management 


people ranging from the late twenties to mid thirties. College 
recruiting has become a necessity. Rapid progress within the 


organization is becoming the rule rather than the ex eption. 


In keeping with this, a new corporate committee, our Exec 


utive Manpower Board, under chairmanship of the president 


has been established specif! potential en 
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A) Richard F. Spears, market research and planning; ployees for our rapidly expanding organization. Members of 
/ i | iS nine-man gro are responsible for screening large num- 
Albert S. Frager, finance. B) ]. David Fine, industrial this nine-1 MN group are respons eh 


bers of candidates for an accelerated training program. The 
relations; Avram ]. Goldberg, food division manage- 





board then selects those individuals who appear most likely 


ment. C) Sidney L. Goldstein, field management, food; to be able to make significant creative and constructive con 
; rit ions ie : r se arationse 
Joseph L. Riemer, ]r., computer systems. D) Alfred A. tributions to our operation 
Four other levels of formal training programs are now being 
Ponte, produce merchandising; Donald W. Stowbridge, . % 
carried out, for office employees, store managers, department 
food store operations ; Anthony DiNardo, personnel, managers, and store employees. One of tnese. a new Super 
E) Louis Steinberg, design; Aaron Kornetsky, product visory training program, was introduced during the year, and 


department managers began attending these intensive courses. 


development; Burton ]. Weinbaum, food merchandising. 


To date, 136 of our 1,000 department managers have received 
this added schooling. 

In addition, there are presently 34 food store manager 
trainees attending in-depth management courses. compared 
1964. More than one-third of our administrative. 
technical, and professional people attended other manage 
ment and supervisory courses last year, while upwards of five 
thousand store employees received direct skills 
ADVERTISING TAKES ON A NEW LOOK 
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With mini-pricing’s advent, large-scale advertising and sales 


promotion activities were undertaken during the year, ranging 





from special in-store ‘“event’’ promotions to heavy use of spot 
television commercials; from “billboard” storefront designs to 
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and novel and unexpected findings showed up, improving our 
advertising “mileage.” Feedback from research became a basic 
source of market-oriented knowledge of our customers’ atti 
tude toward us aS a company. 

A steady stream of improvements began to flow in response 
to these findings. Many of our private brand package designs 
were upgraded, emphasizing the best in contemporary design 
to convey product value. Circulars and print advertising were 
modified to sell the concept as well as the facts of mini-pricing. 
New television and radio campaigns were developed to under- 
score the total meaning of mini-pricing, with real-people testi- 
monials on television, and with an “extra helpings with mini 
pricing” radio campaign. Both of these series were run on 
saturation schedules, repeated twice during the year. Audience 
surveys showed the high effectiveness of these campaigns. 

Point-of-purchase materials developed for mercantile stores 
emphasized the Bradlees private labels, which are being more 
widely applied to cosmetics, clothing, and domestic products. 
A “way out Western” label series was developed for several 
lines of ‘‘mod” clothes sold in different departments, identify- 
ing these lines as part of the same design family. Other labeling 
improvements have been introduced, to help the shopper in a 
self-service environment. The new labels carry information on 
comparative sizes, cleaning, and other helpful hints. 

During the year, our advertising and sales promotion efforts 
were greatly helped by our Boston advertising agency, who 
worked with our staff on all print advertising and who created 
and produced our broadcast commercials; and our New York 
sales promotion firm, which specializes in “ideas to help sell,” 
including store-wide “events,” contests, private label premi- 
ums, and the like. 

TWO DIRECTORS ADDED TO BOARD 

At the September 1965 annual meeting, shareholders 
elected Avram J. Goldberg and William W. Wolbach to the 
board of directors. Mr. Goldberg is now vice president, food 
division. Mr. Wolbach is president of The Boston Company, a 


banking and diversified investment management organization. 


his has been an eventful year, in which many 
programs have come to fruitful maturity, while 
the groundwork was being prepared for fur- 
ther advances. Our decision to abandon trad- 
ing stamps has been widely noted. This attention, though, has 
perhaps obscured the many other real and constructive actions 
which have contributed to the well-being of our total complex. 
Stop & Shop is an organization of more than 12,000 important 
people, each of whom, in his or her own way, is helping us 
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toward our corporate goals. 








A) Arnold Siegel, department store division manage- 
ment; Anast W. Giokas, advertising. B) Caro] R. Gold- 
berg, marketing services; Richard I. Shuman, field 


operations, department stores. 
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STOP & SHOP, INC., AND ALL SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF EARNINGS AND RETAINED EARNINGS (NOTE 1) 


Year ended July 2, 1966 (with comparative figures for the year ended July 3, 1965) 
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PISAT SS, GRUREAUNER TUCKER SING KON: PINT ORIG 8G ia ceisnssscncssucnocodacensesvdsntwasnmndnecinendichdcsadessbdbnocspncornsuemneesoacesee, 


LESS DIVIDENDS PAID: 


CS RR eae Te EE Neier 5 eRe DEES ee aE, arn 3 


SUMMARY OF SOURCE AND USE OF FUNDS 
Year Ended July 2, 1966 (with comparative figures for the year ended July 3, 1965) 


FUNDS PROVIDED: 


USED AS FOLLOWS: 
Excess of expenditures for fixed assets over depreciation and amortization: 
Expenditures for fixed assets, net 
Depreciation and amortization 


Purchases of Treasury stock 


Reduction of long-term debt 
Addition to working capital 


See accompanying notes to financial statements. 
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WE.PSOASSPS LAD SES SAS SEBESTE NEOGEO HOO6'0 00860669 20F9O4O 59 06 SHSROE5N6 00-0 0RSREDEROORESO OO NEETOSCOSREES SCS EODEEEEDOC0CEOSOTEASEERES COSC CCRCRSSES 


SORE E TE HEEHOE ETE T EEE EES E ESET EH ESTEE SEE ESEE TEES SHEET HEHE EEE EEE ESE EEE SESH CEOS EEE EES 


SPORT OOOO SOPOOSOSOOVOSO TOSSES SSOOSSSOEESSOOOHODO EEO HODES OSESEOESOSE SOO RETOHOO UST SEESEOO OSE OE SESE EeS ESSEC SOS SEO CEOS OSCE ESS 


TOOT OHHH STE HE EEEE HEHE SEESEHEEEEEESEEEE EEE SEES EEOESEOEE SESE SHEE EEEE SHEET OEE ESSERE SEES EEE SEE® 


See ORNS SS OLEDOP LES LSYAVEE SEDO S OP SEESOOE SOO REG SOOFE4E RO OROR ANGER DEOESOES69 0686040 0660bb665608h0'05000006006000006ebd Oddo oOo EeEéeBoebaceeseusce 


SOHO H HEHEHE SHEE ESOS SOTO EEE SESS OSES EE EES SSO OET ESO EEOOESEEEESEESETESEEEEEH SSE EEEH ESSE E EEE O SES eeeEEe 


FTTH SHOE HEH T SETHE EEE ESEESEOEEEESE SESE EE EOE EEO ESTES OES SEOOEO EEE ESET EES EEEEET ESTEE SHEE ES EE EEE EE ED EES 


SHHH SHAT HAESEOS SOHO SHSETHTHESOTOSOSOROGFSOESHESES SH OEESOSES ESSE OOSOEHOOSOCESEHO SSO EEEEES ESSE eodEOOo OSE OE eeeeerecesos 


CPPS SHOP LHSOSHTAPASSOSSOSESH SOS SOSOOOSOOHOSOSOSOSOTETHOSESPE ODO DOOHTOOOSOCEESEOSE Se Eeredenaceeesersececeereeeseseoeoce 


SOHO POMS SAHOO HTTHOSOVECESETHEETEOSSESSO SESS OHS OOOO OTSEDTOOOS OOO OTOEOCEOOOSET OOO SEC EOE SSE O OOOO ESOS eeEEEeeeeeEeeEeeeeeeS 











FINANCIAL STATEMENTS 

1966 1965 

52 Weeks 53 Weeks 
$469,850,327 $423,172,518 
381,193,329 335,210,494 
74,349,558 70,910,233 
5,840,450 5,576,660 
2,010,731 2,000,835 
667,740 606,935 
464,061,808 414,305,157 
5,788,519 8,867,361 
2,325,152 3,613,307 
3,463,367 5,254,054 

- 23,792,666 - 21,830,996 
27,256,033 27,085,050 
on 396,480 
27,256,033 27,481,530 
2,282,963 1,674,670 
atanin 2,014,194 
2,282,963 ~ 3,688,864 

$ 24,973,070 $ 23,792,666 
1966 1965 

92 Weeks 53 Weeks 
$3,463,367 $5,254,054 
_ 2,282,963 1,674,670 
1,180,404 3,579,384 
5,720,459 = 
= 847,509 
143,398 __ 335,755 
$7,044,261 $4,762,648 
$8,455,591 $6,497,441 
5,840,450 5,576,660 
2,615,141 920,781 
838,573 774,411 
ae 851,226 
3,590,547 2,216,230 
$7,044,261 $4,762,648 
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STOP & SHOP, INC., AND ALL SUBSIDIARIES 


CONSOLIDATED BALANCE SHEETS (NOTE 1) 


July 2, 1966 (with comparative figures as of July 3, 1965) 

















ASSETS 1966 
CURRENT ASSETS: 

NR pe et eer ene PO PEO E De nt GR ORE FET CIS AF SIR OBE OOD N © EO O IR PRN Se REC PR) DT PNP TORIC SEE AE TE Re COT $ 4,795,473 
Marnetaole securities and U.S. Treasury Gils, BE COGE scicsciiiscccisicsscscvasscassscarsivaconaracnsencscuncnsavonsaoessbascendoneeseacs 1,000,000 
PCS COI oo rattan te ene rinses stim ccdd Sena tach hades baina bhAaaeadaane pial abaumbandaiernavankseterigestubtesabahameainomenaaiase 2,191,593 
BIVOTIRETIOS, Gt 86 [OWMEF OF COSE-OF FUIRIIODE iiisiiiiiis isciscxesckienscccacassenasnsamnabsmadnnnadeubiinimdsiabdicsnedasioaausakulesacbassecsvecueabesees 37,167,319 
Se rN areas otc ak ashe eaicea tite oe ai ate sac vere nesastenmoasseulebnea se RARM line pedeseeailellaveshonh acl alessban ten nate a aEabicon idl oedtaotan taal 1,145,390 

Hane SMU UII NOTIN "wo. 2, 1 og sosesnasiansibdeventemecbeeleeel caidas hs a Night el aaa Nicactiaicadonas Wade nema Calan Inaeeame nana a Nicins andes ~ 46,299,775 
FIXED ASSETS, AT COST (EXCLUDING FULLY-DEPRECIATED ASSETS): 

EA Rn. RR nase Re MOE A 3 eS Ro a EE AE A eo a TS a Ta 59,848,970 
Buildings and improvements O/ leased land. .............ccseccssecssseresecseccessenssecsersneseensees calcein ainie din Raceoabimaeahlaa aarp cte 4,785,535 
FIRES, EMT ORION: IE I xine tect erirneccneteencaenanGanc nacterncnmkexanaibvnnnianaahnibamanianinanesianumanaslpcannnie Ns 32,165,171 

96,799,676 
tess accumulated GemrectniiOn SAC BIVIOTTETIIONN sasincisceicsiiicsicasscaciascisccascsicdsennncadcndbnsniddcnceddnstacecssiasacsencobnoccstesen 28,471,153 

68,328,523 
Leasehold improvements, at cost, less accuMUlated AMOrtiZAatiON ..............:ccccceeceseeeoneeeeeeeceeseeeseesceeeeennseeenessce 4,191,007 

OP UN” ON ch epi eb st vai recgls al ghe his Riasiicctlni ecules eST TR a aidee ecRiaasonedios acess Nall ste eng stein led banabaatueuke toe aint tvoats cmipebaceraalbicaic __ 72,519,530 
OTHER ASSETS: 

PRE, SISO, CO TIVIEIIER MO OIE EINE assis ancscacossansdcnnesacininianapmnernen talandRsamaaensaae cai tanwennasasSeesaniasnsiesooeaindniedicaiiess 1,128,020 
Te Ra ee OR DER ISS POPS PS PIR ORO BETES PR STC PRED SO SD RSENS NS SPOT OR 797,760 
eine MU I aisha sa vos op nian costal acuerdo a ane ce aa MLR aera ck SN RGR AC inci cd a Rema ka ee 1,925,780 
$120,745,085 
LIABILITIES 
CURRENT LIABILITIES: 
CARRIE: SHOEURONE TOR AGI INT UE Gaia csi i sacar a pin vasaieakdsniinabsheadaaauugleaw act. and EabitcaaaKGe $ 2,500,046 
OE CI nccsscsctapeie aie erence aad cies itiaiadcyusennaanemar ancien ata oadatocsaacita ii sdichclopdiaiotine deamadiceeoncsiy cicada 18,148,844 
SAE CRRIERE GNI sc aac cizkeccaih pica ac ah nn Sins oaa aK a a aac aatnaiaAleaa ap es Wea clin Muda a echwunis 4,231,907 
Federal income taxes, less U.S. Treasury Bills $1,500,000 (1965, $2,711,407)............ccccsssssessccceceseseeseeenees ____‘49,509 

pe Pe ag S| |” Tee One ee i PR Re inp See Rie Se een ee oe Ne Net a an eee 24,900,306 
EPEAT CESEIRAE. MINE TES asics diccoccrasercoues Daiscccnascaieicccccinesisseddasabasswansianecituaibiniiesiideessasinusiuebunakntecsbesbs nesatctenciaiscesn 3,100,355 
LONG-TERM DEBT (NOTE 3): 

SERENA PUIG SIN IIU ai ivicsssscscsnscctin xcs caissiaieanicntign cick Anaana te vanacav cece once tengo uss poah MbbagaLARA naa Rdabnazenaeuaaienaneeheaanes 35,449,907 
CT CE I irises siscasssssiscsinsincanescconciauegnnndvanncai dike siaii ase nslicnnnrkdek puvnniaandichxeamuanhanstabieie sinialialsneadcaaiubcesilahi ceubalaes __ 16,500,000 

IND SINT I rcsocsaseaceeiscg eccaessca bh canrascstmmsachiieaian ens cainackae mat deneasncadccbnTliaeia Ages Gna peg eda LAA GL blanche ada aiaaaamentebaitisis 51,949,907 
STOCKHOLDERS’ EQUITY 
Capital stock of $1 par value per share. Authorized 7,500,000 shares (1965, 4,000,000 shares). 

URGES SBE Rais: SURREY sia Sansa pan ican cena enuresis cron ua cusses asec pha Riinare dain Meee nancidadioebbiviveenins 3,101,663 
CREE EAR URI OT SHUN WI ETE I oie a icdisncccsastincds a ctersnadacanixenines a aca chiaasksiandatsalcbin wawausatusleeudsatas 14,332,768 
Retained earnings, exclusive of amounts capitalized through stock dividends (note 3)...............cccccecceecceees 24,973,070 

42,407,501 
Less cost of 77,299 shares (72965, 32,099 Shares) 1) TROABUIY vcccccicncsecscscsensascsaceccassesnceenscedcccacsvaecentrocensccctecnds 1,612,984 

Sealing NAD MN ie ics eas dees aa ae clear asarhaavea ean ci ncanlvmciatlber ibe ~ 40,794,517 

$120,745,085 


See accompanying notes to financial statements. 


1965 


$ 4,973,674 
288,593 
2,331,762 
32,577,525 
1,124,991 

~ 41,296,545 


58,155,123 
4,270,386 
29,422,860 

~ 91,848,369 
26,103,001 
65,745,368 
4,159,021 


~ 69,904,389 


935,264 
688,227 
~~ 1,623,491 
$112,824,425 





$ 2,483,334 
16,287,983 
4,716,306 


23,487,623 
2,654,668 





34,729,448 
ee 
46,229,448 


3,101,663 
14,332,768 
23,792,666 
41,227,097 

774,411 
40,452,686 
$112,824,425 








STOP & SHOP, INC., AND OPERATING SUBSIDIARIES 


CONSOLIDATED BALANCE SHEETS (NOTE 1) 


July 2, 1966 (with comparative figures as of July 3, 1965) 


ASSETS 
CURRENT ASSETS: 


EINOD scscetasinscacss wetanicavnssicciwempietinp hts suas sina announce ere icles diciebstsrauod anita lhc esteuib tk Aeanaicees eden sd ouaccscacseUbvker en bea mouuael cextioeck 


Investments in and advances to wholly-owned realty subsidiaries not consolidated, 


Be a Ines ea I ID cna acs aa icccaieian cence poitinieces cbc acsanoacnee ARE tis Sasi peau pacd uaaundan LS daca ese ES: 


FIXED ASSETS, AT COST (EXCLUDING FULLY-DEPRECIATED ASSETS): 


PERC aeS. : CURE TANT WRE NY SINGS OCORIOINII NR 5c ciscsiceassncsicans Pad masanendd sce ¥saccas ca dedaseusseieuccecadicsch ccs eancdéwesntbndccdesee 
ee a 1 | a ene eRe oN ae © ee ee ee ee eae ee 


Leasehold improvements, at cost less accumulated amortization .................cccscccccccseesceceeecececececcseveeees 
PRE BRON MEN cic us eeanslishecasss pasa dSciekdccn asad Gonake Soseniree uae taas bss eaa ean caeabuiniuke Tishvnlc canna iti basset oes 


OTHER ASSETS: 


Notes receivable, investments, etc., at COSt ..............cccsscccseccsssecceesssnceeecssesstcessesceseusesesesecceseseeseseeesess 
ENTE CONTIN cist sss chaconrceatonsnan onerous ners xa'ecdlbenouhvaiwk sbeabeadicingsaDaadsdd okiem cuiacia se eee Sea 


LIABILITIES 
CURRENT LIABILITIES: 


PI IN osc sat Shia sles sc dobeg esas Ry TARE RAE RL RNS Ma aaa aU, Winds piteteiniatndaaids 
PE IR oss apimesiasodnncasnuisitsandann dca sabaioaseanmnatatviasaesiilens ucuadediakdeabaniascieiverbeicaatcacesieieter ticecter 


Federal income taxes, less U.S. Treasury Bills $1,173,988 


Raney: SAAS A) | wi cainilcay eo aswosancnsihdu iblaaiashusia'sawed cums taentaseraussmns vats esanei Gusueseucenichebksseacaasbsadaaadsundssecanen 


STOCKHOLDERS’ EQUITY 


Capital stock of $1 par value per share. Authorized 7,500,000 shares (1965, 4,000,000 shares). 
PSEC. 2c S07 5 tc SERINE CNR MO a eo  duden anepurscarebicewescacs 


Less cost of 77,299 shares (1965, 32,099 shares) in Treasury .............cccccccosncccosscosssesssssseesecsseceeoene 
TOMA BERMAN IER catearetintansacecttaae ber tscikc poe en ecu astc ais sates Acadia allies ak Can ieeatna dente etic 


See accompanying notes to financial statements. 


1966 


$ 4,778,916 
1,326,012 
2,159,653 

37,167,319 
1,666,208 
47,098,108 


3,971,867 


32,165,171 
11,642,673 
20,522,498 


7,218,375 
27,740,873 





836,876 
656,752 
1,493,628 
$80,304,476 


$18,148,844 
3,348,164 


~ 21,497,008 


1,512,951 
16,500,000 


3,101,663 
14,332,768 
24,973,070 

42,407,501 

1,612,984 

40,794,517 

$80,304,476 











1965 


$ 4,955,498 
559,327 
2,299,243 
32,577,525 
1,667,065 
42,058,658 


4,469,493 


29,422,860 
11,487,283 
17,935,577 


7,383,742 


25,319,319 


935,264 
531,395 
1,466,659 
$73,314,129 





$16,215,708 
3,824,096 


~ 20,039,804 
1,321,639 
11,500,000 


3,101,663 
14,332,768 
23,792,666 

~ 41,227,097 

774,411 
~ 40,452,686 
$73,314,129 
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1. Principles of Consolidation 


The consolidated financial statements include the accounts of the parent 
company and all subsidiaries including its wholly-owned realty subsidiaries. 
The consolidated financial statements for 1965 which previously excluded 
wholly-owned realty subsidiaries from consolidation, have been restated on the 
same basis. This change in presentation has no effect upon net income in 
either year. Presented as supplementary information are the consolidated bal- 
ance sheets of Stop and Shop, Inc. and Operating Subsidiaries (which exclude 
wholly-owned realty subsidiaries), and the combined balance sheets of the 
wholly-owned realty subsidiaries shown in note 6. 


2. Federal Income Taxes 


Details of the provision for Federal Income Taxes are as follows: 


1966 1965 
PM IRAGE 2. en acachide eu bbeh snanlaatmalaedsuaatevewwendanas tee $2,216,647 $3,269,050 
Uerrmatrriert: CLOUT .ncccccnsiocovevennonnesasecaiatnnetanconyores (181,432) (160,457) 
a (RAL PES Fe EEE Re MRT OC ERT EE re rela Arter eure Se 289,937 504,714 
$2,325,152 $3,613,307 
3. Long-Term Debt 
Mortgage notes, 34% to 644%, maturing over a maximum period 
of twenty years. Although not signed by the company or its 
subsidiaries, these notes are secured by land, buildings and 
improvements costing approximately $58,000,000 and by 
assignments of intercompany lease agreements....................-+6 $35,449,907 
Promissory notes, 5%% payable $500,000 annually commencing 
1967, and the balance of $4,000,000 in 1982...........-..::.cc:cceeeee 11,500,000 
Promissory notes, 5%% payable $250,000 annually commencing 
1967, and the balance of $1,250,000 in 1982................ccccceeseees 5,000,000 
$51,949,907 





Current installments of $342,817 under the foregoing mortgage notes have 
been prepaid. 


After July 1, 1967 the mortgage notes mature at an average annual rate of 
approximately $2,600,000 through 1979 and thereafter at smaller varying 
amounts through 1986. 


The terms of the agreement relating to the unsecured promissory notes, 54%% 
and 5%%, contain restrictions on the payment of cash dividends and the pur- 
chase or retirement of the company’s capital stock. At July 2, 1966 consoli- 
dated retained earnings not so restricted amounted to approximately 
$7,500,000. 


4. Stock Options 
Under its Stock Option Plans, the company has granted options to certain offi- 


cers and key employees entitling them to purchase shares of common stock 
within 5 years from the grant date (7 years old Restricted Plan) at option prices 
of 100% (new Qualified Plan) or 95% to 110% (old Restricted Plan) of market 
price on the grant date. Generally, all options are exercisable in four equal 
Cumulative annual installments commencing 18 months after grant date. 


Outstanding options at July 2, 1966 have been granted to 75 officers and em- 
ployees at prices ranging from $16.13 to $24.72 per share. 


Changes during the current year are summarized as follows: 


Number of shares 


Issuable under Available 

options granted for option 
Balance at beginning Of YeaFP...........:cccceccesseeee 40,684 51,500 
RN SIN oo as panes centaeiceencinncesaniexetnnpnaces 36,600 (36,600) 
I ori ss calnanactos h hah anas wads cast sca onanewiien (4,997) a 
Balance At GNA Of YO... cccovvccovevscssusvinsenccencnconaen 72,287 14,900 











The number of shares under option at July 2, 1966 and related prices per share 
have been adjusted for stock dividends and stock splits. 


5. Rental commitments 


At July 2, 1966 the total minimum annual fixed rentals, exclusive of intercom- 
pany rentals, payable under leases expiring after three years, was approxi- 
mately $5,730,000 plus real estate taxes, insurance, etc. under certain leases. 
Leases covering about 47% of this amount expire within the next fifteen years 


and the balance by 1987. 


6. Wholly-Owned Realty Subsidiaries — Combined Balance Sheets 


Assets: 1966 1965 
CORY Qe TCR IWMI: 0 on ck conercccsencssgsnetsccrsccbensesvasers $ 48,497 $ 50,695 
Due from Stop & SHOP, INC. ........cccccccceeeseeeeeneeeens 4,921,790 3,546,530 
Fixed assets, at cost: 
Land, buildings and improvements .................. 57,973,049 56,154,323 
Less accumulated depreciation and 
GRPMFURZAUIOA  aiceicinicccrezceasweiacecthcdceasastasinacnees 13,194,393 11,569,253 
44,778,656 44,585,070 
CTI TINE iisicsaittciaitieiss cos daentesancachsan Rol nddaeacawaan 432,152 156,832 
$50,181,095 $48,339,127 
Liabilities: 
Current installments of long-term debt ................ $ 2,500,046 $ 2,483,334 
Accounts payable and accrued expenses .......... 1,750,081 1,777,293 
Deferred Federal income taxes ...........c.cccseeeeeeeeuee 1,587,404 1,333,029 
Long-term debt, less current installments 
SI THE OD 5. cicada scieaaarend onccdas bahaccagedousbarenasionts 35,449,907 34,729,448 
Stop & Shop, inc.’s equity: 
RNY NON cnc asics nassunwaonsniemanoocbhinonnvemntieetes 67,820 71,820 
POI. DITIT III sisiccxansicnsoiinnsnciecdasictusstbgibassenesions 8,825,837 7,944,203 
$50,181,095 $48,339,127 


Peat, MARWICK, MITCHELL & Co 
CERTIFIED PUBLIC ACCOUNTANTS 
2000 TOWER BUILDING PRUDENTIAL CENTER 


BOSTON, MASSACHUSETTS OR81I09 


The Board of Directors and Stockholders, Stop & Shop, Inc. 


We have examined the consolidated balance sheet of Stop & Shop, Inc. 
and all subsidiaries as of July 2, 1966 and the related statement of earn- 
ings and retained earnings and summary of source and use of funds for 
the year then ended. Our examination was made in accordance with gen- 
erally accepted auditing standards, and accordingly included such tests 
of the accounting records and such other auditing procedures as we con- 
sidered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance sheet and con- 
solidated statement of earnings and retained earnings present fairly the 
consolidated financial position of Stop & Shop, Inc. and all subsidiaries at 
July 2, 1966 and the results of their operations for the year then ended in 
conformity with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. Also, in our opinion, the 
accompanying summary of source and use of funds for the year ended 
July 2, 1966 presents fairly the information shown therein. 

The accompanying consolidated balance sheet of Stop & Shop, Inc. and 
operating subsidiaries (excluding realty subsidiaries) as of July 2, 1966 
has also been examined by us and, in our opinion, presents fairly the 
consolidated financial position at that date of the companies included 
therein in conformity with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 


PEAT, MARWICK, MITCHELL & CO. 


August 26, 1966 
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